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THE BANKING AND CURRENCY PROBLEM AND 
ITS SOLUTION 

BV VICTOR MORAWETZ 
DEFECTS OF THE EXISTING SYSTEM 

THE banking and currency system of the United States 
is radically defective for the following reasons : 

I. In the United States there is no power to control 
the expansion of bank credits in the aggregate in relation to 
bank reserves in the aggregate, or to control and regulate the 
issue of bank notes, and there is no way of securing the adop- 
tion of a common policy by the various banks and trust com- 
panies when concerted action is necessary for the security of 
the general credit situation. There are more than twenty thous- 
and independent banks and trust companies, each carrying on a 
banking business for its individual interest alone, independently 
of the others. Each of them is managed solely with a view to 
its own profit and at all times seeks to lend its credit to the limit 
permitted by its own safety or by the reserve requirements pre- 
scribed by law. The result is that credits are expanded, specu- 
lation is encouraged and business operations are extended to the 
utmost limit in normal times, and no provision is made for those 
times when an exceptional amount of currency is withdrawn 
from the bank reserves for use in circulation, or when there is a 
demand for an exceptional amount of banic credit. The rope of 
credit having been stretched in normal times to the limit of its 
strength breaks when an exceptional strain is put upon it. 

Many of the banks seek to make provision for strengthening 
their position in times of need by keeping a substantial part of 
their resources in the form of deposits with other banks or in 
the form of call loans. But when a bank strengthens its own 
reserve by drawing upon its deposit with another bank, it must 
weaken to the same extent the reserve of this other bank ; and 
when a bank strengthens its reserve by calling a loan, the result 
is merely to shift the loan to other banks, though a high rate of 
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interest may be exacted. Even if the borrower cannot obtain 
accommodation from other banks and must sell his collateral, 
the purchaser has to draw upon the banks to pay the purchase 
money. Therefore, though deposits of banks with other banks 
and call loans against good stock-exchange collateral may enable 
a bank to strengthen its reserve in normal times, they are not a 
means of preventing the occurrence of a general money strin- 
gency and they add no strength to the general credit situation 
when such a stringency arises. 

2. No adequate provision is made for concentrating the re- 
serve money of the several banks so as to render it available 
wherever most needed in times of financial stress. Under the 
national banking act the country banks may keep part of their 
reserves in the form of deposits with the reserve-city banks, and 
the reserve-city banks may keep part of their reserves in the 
form of deposits with the central-reserve-city banks. Under 
the various state laws, the trust companies and state banks also 
may keep their reserves, or part of them, in the form of de- 
posits with the banks in the reserve cities and central-reserve 
cities. In practice a large part of the reserve money of the 
banks is held by the central-reserve-city banks in New York. 
This system wholly fails to accomplish the desired result, be- 
cause the reserve money is scattered among many separate 
banks, each of which habitually ejcpands its loans and its de- 
posit liabilities and carries on a general banking business, with- 
out due regard to its responsibilities as a depositary of the re- 
serves of other banks. Consequently, in case of a general 
money stringency, the banks in the reserve cities and central-re- 
serve cities are not prepared for the withdrawal of large amounts 
of their reserve money by depositing banks, and often there en- 
sues a scramble among the banks for the available reserve 
money, each bank seeking to improve its own condition at the 
expense of the others. Sometimes this results in a general sus- 
pension of cash payments by the banks, though the aggregate 
amount of reserve money then held by them, if properly dis- 
tributed and used, would be ample to supply all the circulating 
currency required by the community, and also to furnish ade- 
quate reserves for all the banks. 
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3. Owing in large part to the absence of any large bank or 
banks, prepared at all times, and upon reasonable terms, to re- 
discount commercial paper held by other banks and to buy 
commercial bills accepted by other banks or by private bankers 
neither the system of commercial credits prevailing in other 
countries nor the custom of rediscounting commercial paper held 
by banks and banking institutions has grown up in the United 
States. Consequently, commercial paper, in great measure, is a 
fixed investment until paid, and a bank cannot in time of need 
increase its available reserve by selling commercial paper to 
other banks. This is one of the causes of the prevaiUng prac- 
tise of keeping a substantial part of the resources of the large 
banks in the form of call loans and of investments in salable 
bonds. If, when there is a money stringency, the banks could 
readily sell their commercial paper, they would keep less of 
their resources in the form of call loans and investments in 
securities, and the amount of bank credit available for the legiti- 
mate commercial business of the country would be largely 
increased. 

In normal times, or when money is easy, the banks usually 
would wish to retain their investments in commercial paper. 
An assured market for their paper would be of importance 
to them only in times of stringency in the money market. But, 
as all the banks in the United States habitually expand their 
credits as much as possible, each bank in times of money strin- 
gency needs all its resources to meet the requirements of its 
own customers and, as a rule, no bank is willing and able to 
help other banks by rediscounting paper upon reasonable terms. 
Therefore, in order to obtain the principal advantage of the 
foreign system of commercial credits and of the custom of re- 
discounting commercial paper, it would be necessary to estab- 
lish in the United States a large bank, or several large banks, 
ready and able, in all conditions of the money market and upon 
reasonable terms, to rediscount commercial paper bearing the en- 
dorsement of other banks and to buy commercial bills accepted 
by other banks or by private bankers. 

4. In the United States the issue of bank notes is not regu- 
lated according to any banking principle. The issue of bank 
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notes against the depdsit of government bonds is governed, not 
by the need of the country for additional currency, but by the 
price of government bonds and by the ability of the banks to 
make a small profit through the issue of the notes. The power 
to issue bank notes under the Aldrich-Vreeland act does not 
serve as a means of controlling and regulating the expansion of 
bank credits or the international flow of gold available as reserve 
money, or as a means of preventing money stringencies. At 
best it can be used only as a means of preventing a financial 
catastrophe after a severe money stringency has arisen and after 
the business interests of the country have suffered serious injury. 

Bank notes may properly be issued for the purpose of furnish- 
ing a form of currency that can be transported and preserved 
more conveniently than gold coin ; but in this event the notes 
should be issued only against the deposit of a like amount of 
gold for their redemption, as in case of Bank of England notes 
and United States gold certificates. The issue of bank notes 
under these conditions is merely a measure of convenience and 
has no effect upon the volume of the currency, or upon the 
reserves and the credit power of the banks. In the United 
States the issue of bank notes for this purpose is not needed, as 
United States gold certificates can be obtained whenever desired 
against the deposit of gold. 

In the United States the only justifiable ground for the issue 
of bank notes is to prevent fluctuations in the reserves and in 
the credit power of the banks resulting from periodical fluctu- 
ations in the amount of currency used in circulation, and to con- 
trol and regulate the expansion of bank credits in the aggregate 
and the international flow of gold. When there is a demand for 
additional currency for use as a circulating medium, the issue of 
bank notes may serve as a means of preventing the withdrawal 
of reserve money from the banks, with the consequent large 
contraction of their credit power. The subsequent redemption 
of the notes, when the need for the additional currency has 
ceased, may prevent the accumulation of currency in the banks, 
resulting in excessively low interest rates, and may check an un- 
due expansion of bank credits or the export of gold which may 
soon be needed again. A contraction of the volume of out- 
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Standing bank notes may serve also as a means of causing higher 
interest rates and a contraction of bank credits, and as a means 
of inducing the importation of gold when needed for the safety 
of the general credit situation. The issue and redemption of 
bank notes may thus be used as a means of protecting, con- 
trolling and regulating credit conditions throughout the country. 
But, unless used sparingly and wisely, the power to issue bank 
notes may produce grave evils. The amount of gold needed as 
bank reserves and as a circulating medium tends automatically 
and by force of the laws of trade to flow into the country in ex- 
change for commodities and securities, or by way of loans. The 
use of bank notes instead of gold as a circulating medium tends 
to check this natural flow of gold. If bank notes should be 
issued or should be kept outstanding when an increase of the 
currency in circulation is not needed, the effect would be to 
drive an equivalent amount of lawful money out of circulation 
into the bank reserves, and to produce very low interest rates, 
which, in turn, would tend to cause an inflation of bank credits 
and the export of gold until the reserves held by the banks and 
their credit power had been adjusted according to the demand 
for bank credit. To the extent that notes were substituted for 
gold in circulation, the power thereafter, by means of the issue 
of bank notes, to protect the bank reserves and to control and 
regulate credit conditions would be used up and would no longer 
be available when needed. The ease of the money market re- 
sulting from the issue of the notes would be only temporary, 
and the ultimate result would be to weaken the foundation of 
the whole structure of credits throughout the country. If a 
very large part of the currency in circulation should consist of 
bank notes, the withdrawal of a considerable amount of gold 
from the banks for export, in consequence of the fear of a war 
or other cause might compel the banks to default in the pay- 
ment of their notes upon demand, and because of the large 
amount of silver and government notes in circulation might im- 
peril even the maintenance of the gold standard of value. For 
these reasons the issue of bank notes for the profit of the banks 
or as a means of furnishing a market for government bonds is 
wholly unjustifiable. The issue of additional bank notes, as a 
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measure of national economy, to save the use of gold as a circu- 
lating medium, would be equally unjustifiable and might prove 
a dangerous expedient. The United States is the richest 
country in the world, and it can afford to use in its currency re- 
latively as much gold and as little paper as any other country in 
order to insure the safety and stability of financial conditions. 
But, although in the United States financial conditions are less 
stable than in England, Germany and France, the volume of 
uncovered paper currency now outstanding is larger than in any 
of those countries, per capita of population as well as in pro- 
portion to the volume of gold in the currency. It would not be 
prudent to diminish still further the proportion of gold in our 
currency in order to save the use of a comparatively small 
amount of gold as a circulating medium. 

THE CENTRAL BANK PLAN 

In every important commercial country except the United 
States the machinery for securing the necessary control and 
regulation of the expansion of bank credits in the aggregate and 
for keeping an adequate amount of currency and of credit 
power available for use in times of need has been provided by 
establishing a central bank which is charged with the responsi- 
bility and the duty of protecting financial conditions throughout 
the country. The necessary power is vested in the central bank : 
( I ) by making it the common depositary of a large part of the 
reserves of the other banks ; (2) by making it the sole deposi- 
tary of government moneys; and (3) by conferring upon it a 
monopoly of the right to issue circulating notes. 

The required regulation is effected by one or both of the 
following methods : ( i ) By acting as a bank for the discount 
and rediscount of commercial paper and by raising or lowering 
its discount rate, and sometimes, when interest rates are excess- 
ively low, by borrowing in the open market, the central bank to 
a certain extent regulates interest rates and the expansion of 
bank credits, and influences the flow of gold to or from the 
country. (2) By issuing its notes, which serve as circulating 
currency in lieu of gold, the central bank prevents the with- 
drawal of gold from the bank reserves for use as circulating cur- 
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rency, with the consequent reduction of credit power ; and by 
diminishing the volume of the outstanding notes it checks over- 
expansion of bank credits and the export of gold when this should 
be prevented. The central banks of Germany and France use 
both these methods of regulating banking conditions in their 
respective countries. The Bank of England uses only the first 
method, namely, changing its discount rate and occasionally 
borrowing and locking up surplus bank credit; but this method 
alone has not proved always adequate in England and prob- 
ably it would not prove adequate in the United States. 

There are eminent bankers and statesmen who hold that we 
should establish in the United States a great central bank in- 
vested with powers similar to those exercised by foreign central 
banks. In the opinion of the writer, the establishment of 
such a bank would be impracticable and would be subject to 
grave objections for the following reasons : 

The creation of a central bank involves something more than 
the concentration of the reserve money of the several banks in 
a common depository subject only to the order of the deposit- 
ing banks. The mere custody of the reserve money by a 
central depository would accomplish no useful purpose. The 
purpose and the effect of concentrating the reserves in a central 
bank is to vest in the central bank a large amount of credit 
power based on the reserve money so obtained, and to enable 
the management of the bank to use this credit power, in its 
discretion, for the purpose of controlling, regulating and pro- 
tecting credit conditions throughout the country. Concentra- 
tion of bank reserves in a central bank with power to use these 
reserves to stop bank panics has been compared to concentra- 
tion of the water supply of a city in a central reservoir under 
control of a proper fire department prepared to check a confla- 
gration wherever it may break out ; and it has been suggested 
that the American practise of letting each bank keep its sepa- 
rate reserve in its own vault is as ineffectual and as foolish as to 
let each householder keep his own share of the water supply of 
a city instead of combining the entire supply in a central reser- 
voir. Although the illustration may be striking, it should not 
be overlooked that the analogy is imperfect. The reserves of 
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a central bank are not held merely as a means of stopping bank 
panics. They are held for banking purposes and they confer 
upon the central bank an enormous financial power. It is de- 
signed that the financial power so obtained shall be used by the 
management of the bank as a means of controlling and regulat- 
ing interest rates and the expansion of bank credits throughout 
the country and in various sections of the country. 

The territorial expanse of the United States is as great as 
that of all the countries of Europe combined. In Europe each 
country has its own central bank, but no one country of Europe 
can be compared with the whole of the United States. The 
business interests and financial resources of the United States 
are not centralized and cannot be centralized to the same ex- 
tent as the business interests and financial resources of a single 
country of Europe. Only a central bank for the whole of Eu- 
rope would furnish a fitting precedent for a central bank for the 
whole of the United States. Business conditions in the differ- 
ent sections of the United States vary widely, and there exists a 
strong and growing sectional feeling of opposition to the con- 
centration of financial power in few hands or in any section of 
the country. Yet, inasmuch as New York is the principal finan- 
cial center of the country, the principal sphere of activity of a 
central bank necessarily would be in New York and often in 
Wall Street, even though its nominal head office should be lo- 
cated elsewhere. 

Though a central bank should be limited to dealings with 
other banks, its management would often be called upon to 
meet demands due to sectional self-interest and would often be 
subjected to unjust criticism due to the ignorance or prejudice 
of those unable to understand the complicated and difficult 
problems of finance. At times the south might want the bank 
to use its resources as a means of helping the planters to carry 
their crops of cotton aud tobacco so as to force higher prices. 
The west might call upon the bank to use its resources to en- 
able the farmers to carry their stocks of wheat and corn. The 
large money centers might call upon the bank to ease the 
money market so as to enable bankers and brokers to carry 
stocks and bonds when speculation runs high at the stock ex- 
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changes. In every period of financial stringency and of high 
interest rates, whether sectional or general, it is likely that 
urgent demands would be made upon the managers of the 
central bank to relieve the situation by helping to expand bank 
credits still further. Sometimes it might be necessary to yield 
to such demands in order to prevent the occurrence of far- 
reaching financial troubles, but often the further expansion of 
credits would be wholly unsafe and it would be necessary to re- 
fuse the aid of the bank. 

The prevailing rate of interest in some sections of the country 
is substantially higher than in others. Would the central bank 
establish a uniform rate of discount for all sections, or would its 
rate of discount in some sections be higher than in others? 
Either course would be subject to serious objections and would 
be likely to result in sectional feeling. 

Under the central-bank system the safejy and stability of all 
the banks in the country would depend upon the central bank 
and a suspension of the central bank would precipitate a finan- 
cial catastrophe greater than any that ever has afflicted the 
country. It is obvious, therefore, that a central bank subject 
to political influences and disturbances would not secure the 
safety and stability of financial conditions but wK)uld be a 
menace. In view of the sectional questions with which a cen- 
tral bank would have to deal and in view of our political history 
and our political methods, is it reasonable to expect that the 
management and policy of such a bank would be kept out of 
politics? From the beginning of our government to the pres- 
ent day banking and currency problems have been treated as 
fit subjects of party politics. The first bank and the second 
bank of the United States both resulted in bitter political con- 
troversies. After the war, the greenback question was treated 
as a political question and the issue of irredeemable fiat money 
was approved by popular vote in a number of the states. A 
long and bitter political fight was waged in favor of the proposal 
to pay our government bonds in irredeemable paper currency. 
For twenty-five years the silver question was treated as a ques- 
tion of party politics, and twice the free coinage of silver be- 
came the dominant issue of a presidential campaign. In our 
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last presidential campaign the principal issue advanced by one 
of our candidates was the compulsory guaranty of bank deposits. 

A central bank would not prove a safe and useful institution 
in the United States unless its management could always be 
kept in the hands of experienced and able men free from polit- 
ical influences and ambitions and enjoying the confidence of 
the people in all sections of the country. The problem of se- 
curing such a management has not been solved. It has been 
suggested that some of the directors should be elected by the 
shareholders of the bank, or by the national banks throughout 
the country, that some of them should be appointed by the 
government, and that the board should be made up of repre- 
sentatives of different sections of the country ; but such a com- 
posite board probably would suit no one and surely would not 
prove efficient. A great bank must have a homogeneous board 
of directors who can adopt a consistent policy, and the practical 
management of the bank must be left to its executive head. 
The creation of a composite board consisting of representatives 
of diverse interests would not remove the diversity of interests 
and would not produce a compromise policy satisfactory to all. 
Control would pass to such of the different interests as might 
combine to form a majority and appoint the executive head of 
the bank. 

The central banks of Europe became useful institutions be- 
cause they were in harmony with the social conditions, the busi- 
ness habits and the political methods of the countries in which 
they were established. In European countries there does not 
exist the feeling of opposition to the centralization of financial 
power that exists in the United States, and in no country of 
Europe are banking and currency problems deemed fit subjects 
for party politics. The administration of a central bank in the 
United States would probably become the source of endless 
sectional differences and dissensions and would soon become a 
political issue. Though a central bank in the United States 
might be created by an act of congress, no act of congress 
could create the business conditions, the customs and the poUti- 
cal methods and traditions which in foreign countries have made 
central banks safe and serviceable institutions. 
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DIVISIONAL RESERVE BANK PLAN 

The objections to the creation of a single central bank for the 
whole of the United States would not apply to the creation of 
banks in different sections of the country, to act as sectional de- 
positories of bank reserves and, in a measure, to perform the 
functions of sectional central banks. Such sectional concentra- 
tion of bank reserves and sectional centralization of banking 
power would be both practicable and desirable. Even if it were 
proposed ultimately to establish a single central bank, it would 
be sound policy to proceed gradually instead of endeavoring to 
establish the central-bank system at a single stroke. By reason 
of the great expanse of the country and the diversity of business 
conditions in the different sections of the country, the details of 
the- business of a central bank could not be managed at a central 
office. It would be necessary to establish branches in the vari- 
ous sections of the country and to delegate to the managers of 
these branches a large measure of discretionary power, the man- 
agement at the central office exercising only general supervision 
and control. Centralization of power in the bank would thus 
be accompanied by a measure of decentralization in its manage- 
ment necessitated by the practical conditions existing in the 
United States. In the opinion of the writer, it would be advis- 
able to commence with the creation of divisional reserve banks 
and to let these divisional banks form a central association to 
control and regulate certain matters of common interest. If, 
ultimately, it should be found practicable and desirable to es- 
tablish a single central bank, the several divisional banks could 
be made its branches. The following plan is suggested : 

Suitable geographical divisions should be prescribed by law 
for the purpose of establishing divisional reserve banks. The 
national banks in each division should be required to form a 
divisional reserve bank, each of the several banks becoming a 
shareholder and contributing a prescribed per cent of its own 
capital to the capital of the divisional reserve bank. The shares 
in the divisional reserve banks should not be transferable, but, 
upon the dissolution of a national bank, its share in the capital 
of the divisional reserve bank of which it is a member should 
be repaid to it. 
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Each national bank should be permitted to keep its reserve 
either in its own vault or as a deposit in any of the divisional 
reserve banks, and no deposit in any bank other than a divisional 
reserve bank, should be counted as part of the reserve of a 
national bank. Probably it would be advisable to permit the 
divisional reserve banks to allow interest on the deposits of other 
banks, but the association to be formed by the divisional reserve 
banks should have power to fix the maximum rates of interest 
that may be allowed on such deposits and to prescribe uniform 
terms and conditions to be observed by all the divisional reserve 
banks. 

The divisional reserve banks should always keep ample re- 
serves of lawful money and they should be permitted to invest 
their resources only in short-time commercial paper bearing the 
endorsement or acceptance of one of their constituent members, 
or of an approved bank or banking institution and generally 
they should be managed in such manner as to enable them at 
all times to furnish currency or credit to their constituent mem- 
bers by paying checks drawn upon their several deposit ac- 
counts, or by rediscounting good commercial paper bearing 
their endorsement or acceptance. 

The several divisional reserve banks should form a central as- 
sociation with power to prescribe uniform rules and regulations 
for the conduct of their business, and the association also should 
have power to make such arrangements zs may be found expedi- 
ent for the purpose of facilitating exchanges between the dif- 
ferent sections of the country. In the election of officers of the 
association each individual reserve bank should be entitled to 
cast a number of votes proportionate to its capital. 

In order to place financial conditions in the United States 
upon a sound basis, it is necessary to stop any increase of the 
present inelastic issue of national-bank notes and to substitute 
for at least a part of these notes an issue of notes that can be 
contracted or enlarged from time to time in accordance with the 
requirements of financial conditions throughout the country. 
The power from time to time to control and to regulate the 
volume of outstanding bank notes should be vested in the asso- 
ciation of divisional reserve banks, in conjunction with the sec- 
retary of the treasury. 
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For the purpose of providing an elastic issue of bank notes, 
subject to intelligent regulation and control, the association 
formed by the divisional reserve banks should be authorized 
(subject to conditions and within limitations to be prescribed by 
law) to deliver to each divisional reserve bank, upon its applica- 
tion, circulating notes of this bank, bearing the guaranty of the 
association, upon deposit with the association, as a redemption 
fund for their payment, of a sum of lawful money equal to a 
prescribed per cent of the notes. The notes should be payable 
by the issuing bank at the office of the association or at any of 
the divisional reserve banks, suitable arrangements being made, 
by rules of the association, for the reimbursement, with costs of 
exchange, of any divisional reserve bank redeeming the notes of 
another bank. The redemption fund of the issuing bank would 
be applicable to such reimbursement. 

The association, with the approval ofHhe secretary of the 
treasury, should have power from time to time to increase or 
to reduce the prescribed percentage of the redemption funds to 
be deposited and kept up by the several banks for their out- 
standing notes. By increasing the required percentage of the 
note-redemption funds, the uncovered amount of the notes and 
the aggregate volume of the outstanding currency could be 
diminished. By reducing the required percentage, the volume 
of the available currency would be increased and, the banks 
would be enabled, without diminishing their reserves, to meet a 
demand for more circulating currency. The association, acting 
in conjunction with the secretary of the treasury, could thus con- 
trol and regulate interest rates and the expansion of bank 
credits and could influence the international flow of gold avail- 
able as bank reserves. 

Each divisional reserve bank should be required at all times 
to maintain at the prescribed precentage its redemption fund for 
the payment of its outstanding notes, and the notes should be 
made a first charge upon the assets of the issuing bank. In ad- 
dition, they would be secured by the guaranty of the other 
divisional reserve banks. A safety fund should be created by 
requiring each bank to pay semi-annually a small charge based 
upon the average amount of notes it has outstanding. The 
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several divisional reserve banks would incur practically no risk 
by reason of their guaranty of the notes of the other banks, and 
the notes would be as safe as any bank notes in the world. 

Each divisional reserve bank should be required to pay 
quarterly a tax computed according to the average amount of 
notes it had outstanding in excess of the average amount of 
lawful money in its note-redemption fund. In other words, the 
tax should be computed on such part of the notes as is not 
covered by a deposit of lawful money and is based on the credit 
of the banks. It is suggested that the tax be at the rate oi 2% 
per cent per annum upon this amount. 

By authorizing the national banks to issue circulating notes 
against United States two-per-cent bonds and by practically 
guaranteeing payment of the notes, the United States obtained 
an artificial price for its two-per-cent bonds. To take away the 
present right to issue bank notes against these bonds would 
greatly impair their value and would be unjust to the bond- 
holders, unless due compensation were made. As the proposed 
tax on the notes of the divisional reserve banks would be two 
per cent per annum higher than the tax on the present bond- 
secured notes, the United States, without incurring any loss 
could preserve the value of its two-per cent bonds by agreeing 
to pay a higher rate of interest on these bonds when liberated 
by the conversion of bond-secured notes into divisional reserve- 
bank notes. It is suggested, therefore, that, as a measure of 
justice and as an inducement to secure the conversion of the 
bond-secured notes into individual reserve-bank notes, the gov- 
ernment should agree that upon the issue of the divisional re- 
serve-bank notes it will pay three-quarters of one per cent 
additional interest on such of the two-per-cent bonds as shall 
not be held by the government as security for bond-secured 
notes. United States bonds hereafter issued should not be made 
the basis for the issue of bank notes. The United States should 
not sacrifice the stability and safety of financial conditions in 
order to obtain an artificial price for its bonds, but, like other 
nations, should sell its bonds on their merit as investments. 

In a volume entitled " Tke Banking and Currency Problem in 
the United States," published in 1909, the writer suggested the 
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formation of divisional reserve banks as above outlined and de- 
scribed in detail a plan for the formation of a note-issue associ- 
ation by all the national banks. On further consideration, it 
appears to the writer that it would be a better plan to allow only 
the divisional reserve banks to form a note-issue association and 
to issue notes, the divisional reserve banks thus being enabled in 
the regular course of the banking business to furnish currency 
to the several banks as required. Many of the provisions of 
the plan described in the volume above referred to would apply 
equally to the plan now proposed. 
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